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COMMODITY CREDIT CORPORATION, DEPARTMENT OF 
AGRICULTURE 


THURSDAY, JANUARY 28, 1954 


Unirep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met at 10:30 a. m., pursuant to call, Hon. Styles 
Bridges (chairman) presiding. 
Present: Chairman Bridges, Senators Ferguson, Young, Dworshak, 
Dirksen, Hayden, Ellender, and Kilgore. 


COMMODITY CREDIT CORPORATION 
CANCELLATION OF NOTES 


STATEMENTS OF TRUE D. MORSE, UNDER SECRETARY OF AGRI- 
CULTURE; HOWARD H. GORDON, ADMINISTRATOR, COM- 
MODITY STABILIZATION SERVICE; MARCUS B. BRASWELL, 
ASSOCIATE ADMINISTRATOR, COMMODITY STABILIZATION 
SERVICE; AND R. P. BEACH, BUDGET OFFICER, COMMODITY 
STABILIZATION SERVICE 


Chairman BripGes. The committee will come to order. We have 
before us representatives of the Commodity Credit Corporation re- 
questing the cancellation of notes issued by the Corporation to the 
Treasury totaling $741,817,478. 

Chairman Taber, of the House Appropriations Committee, called 
me this morning and we talked at some length on this. I informed 
him that we were holding hearings on it today. Who is here to 
speak for the Department? 

Mr. Gorpon. Under Secretary Morse is here, Mr. Chairman, 
speaking for the Department. 

Chairman Brinces. We will be glad to hear you, Mr. Morse. 

First, suppose we put your statement in the record, Mr. Morse. 
And if you will highlight it for us, we would like to ask you questions 
on it. 

Mr. Morssz. Yes, sir. 

(The statement referred to follows:) 


STATEMENT OF TRUE D. MORSE, UNDER SECRETARY OF AGRICULTURE 


The latest estimates of the program volume of Commodity Credit Corporation 
operations indicate that its statutory obligations approximate its authorized 
borrowing limitation of $6.75 billion. Pending action on legislation which has 
been recommended to increase the total borrowing authorization to $8.5 billion, 
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— 


the President is requesting immediate action to cancel CCC notes in the amount 
of $741,817,478, representing amounts due the Corporation under existing 
statutes for operations conducted in the fiscal vear 1953, as follows: 


Impairment to CCC capital as of June 30, 1953 (to be restored 

pursuant to the act of Mar. 8, 1938) ee ee eR 
International Wheat Agreements costs—1953 (to be reimbursed 

in accordance with the International Wheat Agreement Act of 

1949) ae giebh- ebb ad-nds SE ee bei 129, 816, 634 
Reimbursement for advances to the Secreta:y for eradication of 
foot-and-mouth disease (to be reimbursed in accordance with 

Department of Agriculture Appropriation Act of 1953)__-_-- . 2, 069, 911 


Total a ee SIC ate eras are 741, 817, 478 


It should be emphasized that these cancellations would normally be provided 
for in the regular 1955 appropriation act. Therefore early enactment of the 
cancellations affects the timing of the action rather than the amounts. 

{ would like to briefly review the background of the current situation. 

The borrowing authority of the CCC is limited to $6.75 billion! by the act of 
March 8, 1938, as amended, and the CCC Charter Act. The law requires that 
the Corporation’s borrowings from banks and the United States Treasury plus 
obligations to purchase demand paper held by lending agencies under agreement 
with the Corporation shall not exceed this limit. 

On the other hand, the Agricultural Act of 1949 requires, among other things, 
that the price of basic commodiiies (corn, cotton, wheat, rice, peanuts, and 
tobacco) be supported at 90 percent of parity through the 1954 crops and that 
the price of milk and butterfat be supported at 75 to 90 percent of parity. This 
requirement means that the Corporation has no choice but to extend loans or 
make purchases, as the case may be, at the stated support prices on any quantity 
of these commodities which may be offered for price support. 

Record or near record crops of corn, cotton, and wheat, and increased production 
of dairy products, together with reduced exports have resulted in the accumulation 
of supplies which are considerably in excess of current domestic needs. The 
result has been reflected in prices for these commodities below the support level. 
This, in turn, has resulted in extremely large quantities of these commodities being 
placed under price-support loans or sold to the CCC, and has also brought about 
a considerable reduction in sales of inventories accumulated from previous price- 
support programs. The result has been a tremendous increase in the obligations 
against the borrowing authority of the CCC. 

As of October 31, 1953, the amount of Treasury borrowings and loans held by 
lending agencies was approximately in line with our earlier estimates. On the 
basis of the October 31 figures, a projection was made early in December which 
indicated that the Corporation’s obligations would approximate its borrowing 
authority in February. As a result of this projection, we advised the Budget 
Bureau on December 17 of the situation, reeommended the advance cancellation 
of notes as a corrective measure, and requested that the items be submitted to 
the Congress for the earliest action possible. Accordingly, the cancellations were 
eliminated from the 1955 budget, and the President’s budget message states that 
“This note cancellation will require immediate action by Congress to insure that 
the Corporation can fulfill its statutory responsibilities under the present price 
support program.” 

As of November 30, 1953, the total investment in price-support loans and 
inventories was $5.2 billion, an increase of $3 billion over that a year earlier. Of 
this increase, $2.6 billion represented increased investment in loans on and in- 
ventories of corn, cotton, wheat, and dairy products. 

When the November 30 status of the borrowing authorization became available 
early in January, it indicated that obligations as of November 30 exceeded our 
estimate by over $400 million. We immediately instituted a survey by wire of 
the loans on grains that had been approved through January 15 by the approx- 
imately 3,000 county offices which approve these loans. These data, plus addi- 
tional current information from the CSS Commodity Offices, were brought together 
on January 22. They indicated a substantial increase in obligations, and that a 
margin of only about $16 million of borrowing authority remains available. It 
appears from the results of this survey that the Corporation’s borrowing authority 
will be exceeded by January 31 unless immediate action is taken. 


1 rene authority increased from $4.75 billion to $6.75 billion by act of June 28, 1950, Public Law 579, 
8ist Cong. 
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Any doubt that may be created as to the ability of the CCC to carry out its 
commitments to support prices as required by law or to meet obligations which 
it has already incurred in its price-support operations could have extremely serious 
economic consequences. For this reason we are recommending emergency action 
by the Congress to accomplish immediate cancellation of notes held by the Treas- 
ury in the amount of $741.8 million. 


Current status of CCC borrowing authority, estimated on Jan. 22, 1954 


Statutory borrowing authority _ - : ; ._.. $6, 750, 000, 000 
Less: 
Borrowings from U. Treasury (Jan. 21, 
1954) $4, 063, 000, 000 


Obligations to purchase commodity loans 
held by lending agencies: 


(a) Individual loans (estimated) -__- 1, 215, 000, 000 
(b) Certificates of interest as of Jan. 
15, 1954 . 1, 451, 000, 000 


Obligation for guaranty of storage facility 
and equipment loans held by lending 
agencies (estimated) : Paine’ 5, 000, 000 
: i — 6,734, 000, 000 


Net statutory borrowing authority 
available _ - ewe that savcas 16, 000, 000 


URGENCY INVOLVED 


Mr. Morse. I think the essence of the statement is this, that this 
is an item that would normally appear in the 1955 appropriations bill 
which could come along later. It has to do with reimbursing the 
Corporation for capital impairment in the fiscal year 1953. If handled 
here, of course, it will not be handled in the later budget hearings on 
appropriations. 

The other point that I think we need to call attention to is the fact 
that there is an urgency involved here for restoration of the amount 
due the Corporation which is occasioned by the fact that there has been 
a larger movement of agricultural products under loans than has 
previously been the case. This movement has stepped up to the point 
where our advanced calculations, which are usually quite accurate, did 
not begin to pick up until about the Ist of December. 

It was because of the fact that loans were accelerating more rapidly 
than was anticipated. We had thought that possibly the present 
borrowing authority might see us through the peak period. But it 
became apparent by the Ist of December that this might not be the 
case, hence the need for this earlier presentation. 

Chairman Brinegs. In other words, the reason for the rather late 
submission is that you did not know of the need until late in Dec ember. 
You went to the Bureau of the Budget at that time, did you? 

Mr. Morse. It was early in December that we realized that this 
pickup was taking place more rapidly than anticipated. 

Again in January there has been a recheck by telegram to determine 
finally just where we stood, because it would be quite embarrassing, 
of course, if this borrowing authority was exhausted. 

The best indication out of this compiling of telegraphic reports 
which was completed January 22 showed that we may have only 
about $16 million as of that date of borrowing authority remaining 
and at the rate at which these crops are moving under loan, that, of 
course, could be entirely exhausted by the end of this week. 
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USE OF BORROWING AUTEORITY 


Chairman Brioces. Do you have a list here of the way that your 
borrowing authority has been used? 

Mr. Beacu. Do you mean the breakdown of the obligations versus 
the actual borrowings? That is attached to the statement. 

The best indication we had of the breakdown by commodities, 
Senator, was in the statement that has been handed to you. ‘That 
is on page 3; a breakdown of the investment in price-support loans 
and inventories as of November 30, 1953, compared with November 
30, 1952. And it indicates that corn, cotton, wheat, and dairy 
products represent the largest items in our investment, therefore they 
are the largest items on which we have used borrowing authority. 

Senator Bripces. Is this table on page 4 in the House hearings; 
is that the latest table which you have? 

Mr. Beacu. That is the one I was just referring to. 

Senator BripGces. Is it the latest? 

Mr. Beacu. It is the latest complete summary we have, sir. There 
are certain later figures we have on individual items. 

For example, on cotton loans, we know the number of bales under 
loan as of January 20 was over 6,200,000 bales, which is a consider- 
ably larger figure than what is shown there. 

Chairman Bripces. We will make this part of our record—I am 
referring to the table which is in the House record—so that we will 
have it. 

(The table referred to follows:) 


DEPARTMENT OF AGRICULTURE, COMMODITY CREDIT CORPORATION 
(H. Doc. 303) 


Request: Cancellation of notes issued by the Corporation to the Treasury as 
follows: 


Capital impairment ..... $609, 930, 933 
International Wheat Agreement 129, 816, 634 
Eradication of foot-and-mouth disease 2, 069, 911 

Total. se 5 ‘ : s ... 741, 817, 478 


PURPOSE AND NEED FOR PROPOSED AUTHORIZATION 
Situation 

Latest estimates, based on a special survey conducted in field offices, indicate 
that obligations of the Commodity Credit Corporation required by law to be 
within its borrowing authority of $6,750 million are very near the limitation. 
These obligations include borrowings from the United States Treasury and obli- 
gations to purchase on demand loans held by lending agencies. 

In order to avoid exceeding the borrowing authority, it is proposed that the 
Corporation be given immediate credit for amounts due it under existing statutes 
for operations conducted in the fiscal year 1953. This credit may be accomplished 
by authorization by the Congress for immediate cancellation of notes held by the 
Treasury. 

Such authorizations would ordinarily be included in the 1955 budget, but have 
been excluded therefrom in the light of the necessity for this proposal. The 
items involved are as follows: 


Impairment to CCC capital as of June 30, 1953 (to be restored 


pursuant to the act of Mar. 8, 1938) _____- 5 a es 2 aah . $609, 930, 933 
International wheat agreement costs, 1953 (to be reimbursed in 
accordance with the International Wheat Act of 1949) _... 129, 816, 634 


Reimbursement for advances to the Secretary for eradication of 
foot-and-mouth disease (to be reimbursed in accordance with 
Department of Agriculture Appropriation Act of 1953) --~--_- 2, 069, 911 


Total__- Oe ee ee sa Ce oat at 741, 817, 478 
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It is believed that unless current estimates of the total volume of loans and 
purchases under the price-support programs for 1953 crops are considerably below 
the actual volume, this restoration of borrowing authority will be sufficient to 
carry on CCC operations during the remainder of the fiscal year. Legislation is 
in process which will when approved increase the borrowing authority of the 
Corporation to $8.5 billion effective July 1, 1954 Both the request for action 
to cancel notes to restore amounts due the Corporation, and the proposed increase 
in CCC borrowing authority were discussed in the President’s budget message to 
the Congress on January 21, 1954 (p. M75 


Reasons for current situation 
The record or near record volume of price-support operations in wheat, corn, 

I pI I 
cotton, and dairy products, in addition to the large inventories of thes 





2 com- 
modities on hand at the beginning of the marketing vear is the basic reason for 
the exhaustion of the Commodity Credit Corporation’s borrowing authority In 


addition, a larger proportion of the estimated total volume of loans to be made on 
individual commodities has occurred earlier in the marketing season than ever 
before. Also, dairy product purchases have been high for this season of the vear 

The following comparison of the latest data available from the financial state- 
ments of the Corporation with those for a vear earlier will indicate the tremendous 
change that has occurred in the investment in major commodities: 


[Millions of dollars] 


Commodity Nov. 30, 1952 | Nov. 30, 1953 Increase 
Corn 
Loans $27.8 $329.8 +-$302. 0 
Inventory 449.9 522. 3 +72. 4 
Total 477.7 852. 1 +374. 4 
Cotton 
Loans 61.4 YSRO, 2 LOI, & 
Inventory ao 32. 4 33.3 +. 9 
Total 93.8 1,013. 6 +919. 7 
Wheat: 
Loans 722 871.6 +140. 1 
Inventory 364. 1 1, 184.0 +819. 9 
Total ; 1, OR6. 6 2 O55. 6 1.969. 0 
Dairy products: Inventory 5. 8 381.9 +376. 1 
Total of above 
Loans 811.7 2. 181. +1, 369.9 
Inventory 852. 2 2,121.5 +1, 269.3 
Total 1. 663.9 4 303.1 +9 2 
All other 
Loans 332. 7 484.4 +151.7 
Inventory 193. 9 461.1 +267. 2 
Total . 526. 6 945. 5 118.9 
Grand total 
Loans 1, 144.4 2, 666. 0 +1, 521.6 
Inventory 1,046. 1 2, 582. 6 +1, 536 
Total 2,190.5 5, 248. 6 +3, O58. 1 
All price-support loans on grains are approved by county offices (approximately 
3,000 of which have price-support programs). Information on the amounts of 


such loans is submitted in operating reports as of the middle of each month by 
State offices and as of the end of each month by the CCC commodivcy offices in 
their accounting reports. Information reported by the CCC commodity offices 
as of November 30, 1953, indicated obligations against borrowing authority were 
running considerably ahead of estimates made in December, and after operating 
reports as of December 15 indicated a continued heavy volume, it was decided 
necessary to make a special wire survey of grain loans approvals through January 
15, 1954 This information was assembled on January 21, and, when combined 
with current information on borrowings and data on cotton and other loans 
obtained from field offices on Januzry 22, indicated that the borrowing authority 
of $6.75 billion was practically all obligated 
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The timing of the loans and purchases which the Corporation is required to 
make is a factor of major importance in the demands on its borrowing authority. 
It was not anticipated that purchases of dairy products would begin this early 
in the yearin volume. Neither was it anticipated that cotton would move under 
loan at such a rapid rate so early in the marketing season. Projections made in 
December indicated that the Corporation’s obligations would approach its bor- 
rowing limit in February, but the additional volume in some commodities and 
the accelerated volume in others has caused the outstanding obligations to increase 
faster than anticipated. 

Examples of the large increases in price-support loans and inventories since 
November 30 indicated by the special survey are as follows: Grain (largely corn 
and wheat), $571 million; cotton, $250 million; dairy products (purchases), $40 
million. Not all of the grain loans reported as approved were disbursed by 
January 15, but it is probable that they will have been by January 31. In 
addition, a continued heavy volume of these loans, and of cotton loans, is antici- 
pated. Also, it appears that purchases of dairy products will become increasingly 
heavy due to high production and trade anticipation of a lower support level 
after March. Price support is available on wheat through January 31, corn 
through May 31, and cotton through April 30. These factors clearly indicate 
the likelihood that the Corporation’s borrowing authority will be exceeded by 
recorded obligations as of January 31 unless action is taken to relieve the situation 
before that date. 

It is urgently necessary that the action proposed be taken at once to relieve 
the pressure on the Corporation’s borrowing authority. It is not possible to 
cease extending price-support loans and making price-support purchases as 
required under existing statutes, and any doubt that may be created as to the 
ability of the Corporation to meet its obligations could cause extremely serious 
repercussions. 

Restoration of capital impairment 

The act of March 8, 1938, provides that an appraisal of the assets and lia- 
bilities of the Commodity Credit Corporation be made each year to determine 
net worth. If the net worth is less than $100 million the Secretary of the 
Treasury is required to restore, upon authorization by the Congress, the amount 
of the capital impairment. If the net worth exceeds $100 million, the Corpora- 
tion is required to pay the surplus to the Treasury. Asset values for appraisal 
purposes are prescribed in the act as the lower of cost or average market prices 
for the month of June. 

The appraisal as of June 30, 1953, indicated a capital impairment of $609,- 
930,933. The major factor involved in this capital impairment in the fiscal year 
1953 was the increase in estimated losses on inventories owned by the Corpora- 
tion, largely in corn, wheat, dairy products, and cottonseed products. Realized 
losses during the fiscal year aggregated $114.3 million, of which $61.1 million 
represented the realized program loss on price-support operations. 


International Wheat Agreement costs 


The International Wheat Agreement operates to provide an assured market 
for wheat to exporting countries and assured supplies of wheat to importing 
countries at stable and equitable prices. 

Under authority contained in the International Wheat Agreement Act of 1949, 
as amended (7 U. 8. C. 1641-1642), capital funds of Commodity Credit Corpo- 
ration are used to pay (a) the difference between the price specified in the agree- 
ment and the domestic market price of wheat, and (b) administrative and interest 
costs. The following summary shows, by major-cost elements, Commodity 
Credit. Corporation costs since the beginning of International Wheat Agreement 
operations: 


} 


| Fiscal year | Fiscal year | Fiscal year a ae 
1952 (fiscal | 1953 (fiscal 1954 (fiscal ancdntel Vie al 
year 1950 year 1951 year 1952 ‘? 


; l ear 1953 
operations) | operations) | operations) year 1953 














operations) 
ee _ — = — =| _ sl a _ 
Differential payments to commercial exporters- -__ . |$36, 762, 870 |$99, 712, 669 | $128,327,482 | $121, 239, 334 
Due Commodity Credit Corporation for export of | 
price support and supply stocks atts to aes | 38, 873, 852 | 78, 659, 163 38, 843, 999 4, 923, 647 
Interest - : o~ssh | paeagaee | 3, 790, 418 4, 568, 914 3, 653, 653 
Reimbursement by appropriation ....| 76, 808, 000 


Reimbursement by cancellation of notes | 182, 162,250 | 171,740,395 | 129, 816, 634 
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During the fiscal year 1953, 223,703,898 bushels of wheat and wheat flour 
(bushel equivalents) were exported from the United States pursuant to the 
International Wheat Agreement. The net cost to the United States of such ex- 
ports was $129,816,634, or an average of 58 cents per bushel, which cost represents 
the difference between the domestic market price and the maximum International 
Wheat Agreement price, and administrative and interest expense. Exports from 
commercial stocks for which differential payments were made amounted to 
215,651,965 bushels, while exports from CCC-owned stocks (acquired under the 
price-support program) were 8,051,933 bushels 

The attached table shows the source and quantity of these exports, amount due 
CCC and average cost to CCC per bushel, by countries 
Eradication of foot-and-mouth disease 

After discovery of foot-and-mouth disease in Mexico in 1946, measures were 
undertaken to prevent the spread of the disease into the United States and to 
assist Mexico in control and eradication. Eradication of the disease was accom- 
plished and on September 1, 1952, Mexico was declared free of the disease. 
However, in May 1953, a new outbreak occurred and cooperative eradication 
measures have again been undertaken. In February 1952, an outbreak of the 
disease in Canada made it necessary to undertake protective measures to prevent 
entry of the disease from that source. Canada was declared free of the disease 
on March 1, 1953. Due to the unpredictable course of the disease, the Depart- 
ment has been authorized to transfer needed amounts from any funds available 


to it. Replacements of these transfers have been made from subsequent appro- 
priations and by canceling notes issued by the Commodity Credit Corporation to 
Secretary of the Treasury. The following table summarizes the transfers and 


expenses for this purpose applicable to the fiscal year 1953 (including interest 
through February 28, 1954 


1. Cooperation with the Government of Mexico in the 
control, eradication and prevention of foot-and- 
mouth disease: 

Payments made to the Mexican-United States 
Commissions for the eradication and preven- 


tion of foot-and-mouth disease in Mexico- $73, 399 
Direct Federai expenses for program in Mexico_ 941, 223 
oma S1 0 


ho 
S 
t 


2. Mexican border inspection and quarantine 
3. Protective measures to prevent entry of foot-and- mouth disease 
from Canada - i! 187, 241 
4. Interest: 
Actual on advances made prior to June 30, 1953_ 176, 033 
Amount provided by 1954 cancellation of notes 
for estimated interest from July 1, 1952, 


through June 30, 1953 — 140, 253 


35, 780 
Total : 2, 249, 841 
Less: 

Prior year adjustments in expenses incident to handling of 
canned meat and meat products piso 682 
Prior year balance available in 1953____- — 396, 934 
1953 balance available in 1954_ ~~ 4 +170, 873 
Total due June 30, 1953 : : satel —— 2, 023, 098 
Estimated interest through Feb. 28, 1954___--- 46, 813 
mee Se. a an. Je Saw dR : LLG cus a 2, 069, 911 


Chairman Bripcrs. Why is it you indicate, Mr. Morse, you did 
not really know about this sooner? This committee does not like, 
as you perhaps are aware, to get these rush orders. We would like 
time to consider it and members of the committee object to any other 
procedure. 

Why did we not get this before? 

Mr. Morse. Could Mr. Gordon answer that? 


42489—54——_2 
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Senator FerGcuson. Prior to his answering that, I wonder if I could 
ask a question? 

Chairman BripGes. Yes. 

Senator Fercuson. On the $16 million, which relates to what the 
chairman is trying to find out, you are now up to the buzzsaw within 
$16 million. 

If you did not get the money after the last of this week you cannot 
buy any more crops. 

Mr. Morse. Or loan on them. 

Senator Fercuson. That is the same thing. That is whai it means; 
is 1t not? 

Mr. Morse. Yes, sir. 

Senator Fercuson. And that, of course, would seriously affect the 
whole farm program? 

Mr. Morse. Yes, SI 

Senator Fercuson. It would mean the farmers that had antici- 
pated next week and the week after getting loans on their crops, prac- 
tically selling them to the Government, even though the law is in 
existence to do it, there is no money to do it. 

Mr. Morse. That is right, sir. 

Senator Ferauson. Yet you come up in the last week and tell us 
this. 

Mr. Bracu. I will answer Senator Bridges’ question, if you like. 

Chairman BrinGes. Yes, sit 


BORROWING LIMITATION 


Mr. Beacn. We have a borrowing limitation of $6.75 billion. That 
borrowing authority must cover at all times both our actual borrow- 
ings from the Treasury, that is, the actual cash we borrow, plus all 
loans made through lending agencies. 

As you know, we have contracts with between 7,000 and 9,000 banks 
over the country to make loans on behalf of the Commodity Credit 
Corporation under lending agency agreements with the Corporation. 
We are obligated, under those agreements, to purchase those notes on 
demand by the lending agency. 

The loans are first approved through our ASC county offices, for- 
merly the PMA county offices. Those county offices number 3,000 
which have price support programs. 

Before bank action to disburse the loan, it must have been approved 
by the county office in the case of all grains. That means that in 
order for us to know where we stand as of any particular date, we 
must have brought together all the information on loans which have 
been approved through the county offices, 3,000 of them roughly, and 
the several thousand lending agencies in order to be able to say pre- 
cisely how much we have obligated ourselves to purchase on demand 
in the way of notes that they have accepted. 

We have a regular monthly bringing together of all of those facts, 
and our financial statements are issued 1 month after the end of the 
month that they cover. 
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ESTIMATES OF OBLIGATIONS 


As of October 31, our estimates of obligations appeared to be quite 
accurate. We were within $50 to $75 million, I think, of being ac- 
curate as to the obligational figure. 

At the end of November, when we received the reports early in 
January, and based on interim reports that we received on other com- 
modities between the Ist of December and the first week of January, 
we could see that those estimates were going off. 

We were running much heavier than what our estimates had been 
The November report indicated that our obligation estimate was $400 
million short of what the actual obligation was. 

We immediately then advised the Budget Bureau. Mr. Morse 
sent a letter to the Budget Bureau on December 17, 1953, indicating 
the seriousness of the situation and requesting the earliest possible 
action by the Congress. 

Early in January, we instituted a survey by wire of our three- 
thousand-odd county offices to find out how many loans, how many 
dollars worth of grain they had approved loans on, so that we could 
arrive at an estimate of where we stood as of the current time. 

We, at the same time, went to our major field offices, the CSS 
Commodity offices in several locations in the country, and got informa- 
tion as of the current date on loans held by the corporation. 

Putting all of that information together on January 22, the day 
we got the last of it, indicated that some time during January we 
could be within $16 million of our total borrowing authority. We 
may not be. 

We have no way of telling actually precisely where we stand as of 
any particular day except a month end, when we get all of these 
financial reports brought together. 

Senator Dirksen. Mr. Chairman, may I inquire about something 
here? 

Chairman Brinces. Senator Dirksen. 


RESERVE FOR POSTWAR PRICE SUPPORI 


Senator Dirksen. Some years ago, in connection with commodity 
credit, Congress developed not only the authority to borrow from the 
Treasury, but also appropriated a lump sum of $500 million, which 
was put on the shelf. That is back quite some vears ago. 

Mr. Beacn. That is right. 

Senator Dirksen. I assume that $500 million has been exhausted 
or has been rescinded? 

Mr. Breacu. That is right. 

What you are speaking of is the reserve for postwar price support? 

Senator Dirksen. That is right. 

Mr. Bracn. That was used in accordance with the way the law 
was interpreted, to meet all losses on price-support operations during 
the period right after the war. 

Senator Dirksen. We can only say now you have no cash to carry 
on your program and you have to depend entirely on your borrowings. 

Mr. Morsr. That is right, Senator. 

Senator Dirksen. You issue ob ligations to the Treasury for the 
cash you use, and the ceiling, total amount, is set in the loan. 
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Mr. Morse. Right. 

Senator Dirksen. In addition thereto, I see you say plus borrow- 
ings from banks. I assume that is your program whereby the farmer 
goes to the bank and through arrangement with you he gets his loan 
and signs the note. 

And then at some future period, for the maturity of the note, and 
depending on the price, he determines whether or not he is going to 
let you have the commodity, or whether he is going to sell it and pick 
up his note. 

Mr. Breacu. That is right. 

Senator Dirksen. So that in determining your obligations, do you 
then survey all these farmer notes that are in the banks to determine 
whether there is that obligation, or it could be that obligation, but it 
is contingent in the sense that if the note has nét matured you do not 
know for sure? 

LIMITATION OF CHARTER ACT 


Mr. Beacu. That is right. But the Charter Act of the Corpora- 
tion requires that we reserve borrowing authority at all times, suffi- 
cient to cover the demand obligations held by the banks. 

Senator Dirksen. So that every note that has been signed by a 
farmer anywhere in the country and held by a bank and the note 
not yet matured, you have to have in your reserve enough to cover 
all those notes in case you have to pick them up? 

Mr. Morss. That is right, sir. 

Senator Dirksen. You mentioned one other thing here. That is 
borrowings from banks. 

Is that what we are talking about now? We are talking about 
purchase-demand paper now, are we? 

Mr. Breacu. Yes. We have what we call loans held by lending 
agencies, which is what you described, the notes made by individual 
farmers held by banks. We have in addition the certificates of 
interest held by banks, which represent an interest held by banks in 
a pool of individual farmer notes that have been sold to the Corpora- 
tion or otherwise turned back to the Corporation. 

There is nothing in any of our arrangements that requires a banker 
to hold the paper ‘of an individual farmer 1 day longer than he wants 
to do so. He can turn it in the day after he makes a loan if he so 
desires. 

We have been selling certificates of interest in the pool of those 
notes that the Corporation has acquired to commercial banks, and 
that is what is represented by this item of certificates of interest. 

Senator Dirksen. Your $6% billion limit then has to make pro- 
vision for reserve so that under that limit you have to have cash 
enough to carry on your purchase program, and, secondly, reserve 
enough at all times to cover every note that has been made by a 
farmer? 

Mr. Bracu. That is correct. 

Senator Dirksen. And then, of course, the certificates that you 
are talking about? 

Mr. Breacu. That is right. They are also demand obligations. 

Senator Dirksen. At that point, I think it would be well if you 
broke down this program just a little bit, in this fashion. 











COMMODITY 


No. 1, 
today, of all commodities? 
Mr. Beacnw. You mean our cash borrowings? 
Senator Dirksen. No; your cash purchases, your support 


chases. 


COST 


CREDIT 


VALUE OF 


INVENTORIES 


CORPORATION 


You do not have to break it down for the month. 


lL] 


actually, in cash, what is your purchase inventory, total 


pur- 


Mr. Breacu. $2,714 million is the estimated cost value of our inven- 
tories as of January 20. 
Senator Dirksen. Then as of January 20, out of vour $6% billion, 
$2,714 million is actually invested cash in commodity inventories that 


you purchased under the support program’ 


Mr. Morse. Right. 
Senator Dirksen. And that includes any one of these varieties that 
you have here, oils, fats, dairy products, cereals and everything else? 


Mr. Breacu. 


tight. 


Senator Dirksen. You do not have to particularize, but you might 


put it in the record. 


(The information referred to follows:) 


Re port of price-support commodities as of Jan. 20, 1954, based on records and kn 


commitments in CSS commodity divisions and offices 


Cheese 
Milk, dried 
Grains and seed 
Barley 
Beans, dry ediblk 
Corn 
Flaxseed 
Grain sorghum 
Rye 
Seeds, hay, and pasture 
Seeds, winter cover crop 


Soybeans 


Wheat 

Naval stores 
Rosin 517 Ib 
Prurpentine 5K) gal 


Oils and peanuts 
Cottonseed oil, crud 
Cottonseed oil, refined 
Linseed oil 
Olive oil 
Peanuts, farmers’ stock 
lung oil 

Tobacco 

Wool 
Pulled 
Shorn 


1 Estimated CCC stocks which are in store and not committed for sale or movement 
? Estimated total stocks owned by CCC, 


Estimated 
tocks ir 
merchandis- 


Ing positior 


nit of measure 


Bales 
; aa ep 


do 37, 788 


Pounds 





do 
do 
Bushels 400), 000 
Hundredweight 385, 000 
Bushels 371, 218, 000 
do 273. 000 
Hundredweight 42, 000 
Bushels 147, 000 
Pounds 76. 905, 000 
dao 32, 915, 000 
Bushels 47, 000 
do 431, 977, 000 
Drums 602, 435 
Barrels 43. 565 
Pounds 
do 893, 222. 000 
do 54, 576, 000 
Gallons __. 203, 000 
Tons | 8, 563 
Pounds 1, 006, 000 
do ‘ 4, 183, 000 
do 6, 284. 000 | 
do aa 87, 875, 000 
— 


purchase less commitments to sell. 


own 


Estimated total stocks 


Quantit 


265, 60€ 
f' 





441 


y 


5 400 


13Y 


», OOO 


2 OOO 
76, 000 


5, 000 
7, 000 
7, 000 


000 


7, 000 
199, 000 


, 000 
000 


2 OOO 


104, 952 


6, 284 


000 
435 
665 


000 
000 


§, OOO 


000 
563 
O00 


3, 000 


000 


5,000 | 


A pproxi- 
mate 


11.05 
1. 65 
4.16 


, 


1.69 
4711 
0790 

) ag 


A) 


> AI 


38. 67 
6. $2 


1265 
1828 

29 

2. 52 

210. 40 
2650 


2820 


1. 20 
6332 


including stocks shown in column 1, plus cor 
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TOTAL ALLOCATION 


Senator Dirksen. How much have you allocated out of your 
reserve of $6.3 billion to cover all the farm notes made in the banks 
everywhere in the country, on every kind of commodity? 

Mr. Gorvon. That is $1,215 million. 

Senator Dirksen. So you have $2.7 billion in cash and 

Mr. Gorpvon. That is estimated as of January 22. 

Senator Dirksen. What was that figure? 

Mr. Gorpon. $1,215 million. 

Senator Dirksnn. That includes what, roughly? 

Mr. Beacu. That does not include the certificates. 

Mr. Gorpon. $1,451 million was the amount of the certificates, as 
of January 15. 

Senator DirksEeN. So that actually now, you have had to set 
aside, either in commodity inventory or to cover all these notes in 
banks or these pool certificates, roughly $5.3 million? 

Mr. Breacu. Sir, that analysis is not quite the way we work it, 
because the amount that we have in loans and inventory, plus the 
amount required to support all of our other assets must be covered 
by borrowing authority. 

For example, to cover the large investment we have in grain bins, 
storage facilities, we actually borrow the cash from the Treasury. 


TOTAL OBLIGATIONS 


So we go at it by taking first the borrowings from the Treasury, and 
those were as of January 21, amounting to $4.63 million, actually cash 
borrowed from the Treasury, for which we had signed notes with the 
Treasury. 

Then we add to that our obligations under the lending agency agree- 
ments, for these individual notes; the $1.215 million, and the certifi- 
cates of interest in the amount of $1.451 million. And that is what 
brings us up to the $16 million, 

Senator Dirksen. But the approach we have in mind here is to 
find out just exactly where this money is, and where this authority 
has been exhibited in terms of dollars. 

Let us go back then. You have had an inventory, on January 2 of 
$2.7 million in cash. 

Mr. Beacn. Yes. 

Senator Dirksen. And you have $1.2 billion in reserve to cover 
these farmers’ notes, all commodities? 

Mr. Beacnu. Yes, sir. 

Senator Dirksen. And you have $1.4 nillion in pool certificates? 

Mr. Beacu. That is right. 

Senator Dirksen. That gives you $5.3 billion. 

Mr. Breacn. Yes. 

Senator Dirksen. What do you have invested in facilities? 

Mr. Breacu. Of course, we would have to analyze all those. 

Senator Fercuson. You would class those as capital assets? 
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FIXED ASSETS 


Mr. Beacu. Yes. Our assets totaled $5.2 billion on November 30, 
but our fixed assets were $115 million, and that was almost entirely 
accounted for by grain bins and storage facilities. 

Senator Drrksen. That is for facilities? 

Mr. Bracu. Yes. 

Senator Dirksen. That was all the corrugated grain bins, rental 
space, I suppose, for buildings? 

Mr. Breacu. Yes, CCC-owned facilities 

Senator Dirksen. Do you pay rental on Liberty ships if vou store 
grain in them? 

Mr. Bracu. Yes, but that would not be included in this amount. 
That would be included in the carrying charges on a monthly basis, 
charged to the investment in grain. 

Senator Dirksen. You do not put that in your capital account? 

Mr. Bracu. No, sir. 

Senator Dirksen. So you have a capital of $115 million for all 
storage facilities? 

Mr. Beacnu. That is net of depreciation, yes. 


STORAGE PAYMENTS 


Senator Dirksen. Do you set aside in your accounting an amount 
to carry your storage charges? 

Mr. Bracu. Yes. We operate on the accrual basis, and we had 
liabilities for storage payments and other items of that kind on Novem- 
ber 30 of $122,746,000 roughly. 

Senator Dirksen. Already accrued and payable? 

Mr. Bracu. Accrued and payable. 

In addition we had accounts payable of $107 million. 

Senator Dirksen. What were those? 

Mr. Bracu. Those are all kinds of accounts, freight bills, claims, 
et cetera; it would include some current storage charges, all of the 
regular business types of accounts payable. 

Senator Ferauson. I want to know the cost of storage. What is 
the cost of storage per day or month? 

Mr. Beacu. It is running, on the basis of our January 6 inventory 
about $14,250,000 a month; or around $470,000 a day. 

Senator Frercuson. That is what you paid to other people, or is 
that part of your amortization of this $115 million? 

Mr. Beacnu. That would include the portion that would be charge 
against that which we store in our own bins; yes, sir. 

Senator Feracuson. $470,000 a day? 

Mr. Breacn. Yes, sir. 


CASH ACCOUNT 


Senator Drrxsen. What kind of cash position do you maintain to 
carry on your purchase program? 

Mr. Beacu. We operate on a very minimum cash balance. We 
had as of November 30, about $6 million in cash, but largely that 
just happened to be in transit between ourselves and the Federal 
Reserve banks. 

Let me explain our cash account this wav: We operate with the 
Treasury on a daily basis. Every day we get wires from the Federal 
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Reserve banks indicating how much has been disbursed either for 
loans or for purchases or whatever on CCC’s account. We also get 
wires indicating how much has been received. 

If we had a net disbursement of say $4 million yesterday, we 
borrow $4 million today from the Treasury and sign a note for it. 

If we had a net receipt yesterday of $5 million. due to sales and 
repayments in excess of loans and purchases, then we will pay off a 
note with the Treasury in multiples of millions of dollars. We don’t 
operate in less than a million-dollar multiple. 


DUE FROM OTHER GOVERNMENT AGENCIES 


Senator Dirksen. What about your receivables? 

Mr. Breacu. They are liquidated currently, as fast as we can. 

Senator Dirksen. But what do you have? 

Mr. Breacu. As of November 30, $284 million, gross. 

Senator Dirksen. What does that represent? 

Mr. Beacu. That represents claims that we have made for over 
short and damage, amounts we had due from other Government 
agencies, and that would be for amounts where we procured commodi- 
ties FOA or Army, or any other Government agency where we are 
operating as an agent. We had almost $92 million due from other 
Government agencies. 

Senator Dirksen. That is for commodities you turned over to 
Army and FOA? 

Mr. Beacu. Commodity and freight, and whatever accessorial 
changes were involved. 

Senator Dirksen. So Army and FOA and other agencies owe you 
$92 million? 

Mr. Breacu. Yes. 

Senator Dirksen. At what point do you collect that? 

Mr. Bracu. It is collected currently. In other words, it is a 
day-by-day, regular business basis. 

Senator Dirksen. All right. 


ACCOUNTS RECEIVABLE AGAINST INTERNATIONAL WHEAT AGREEMENT 


Mr. Breacu. We had accumulative accounts receivable against the 
International Wheat Agreement at that date of $145 million. 

Senator Dirksen. What are those? 

Mr. Beacu. As you know, the law provides that the Corporation 
will carry out the International Wheat Agreement, and it will set the 
amount of the cost up as a receivable. And then it will ask the 
Congress to reimburse the Corporation for those costs at a later date. 
That amount is included in this note cancellation at this time. 
Senator Dirksen. So you are holding $145 million, theoretically, 
least, in notes, under the wheat agreement? 

Mr. Beacu. Yes, sir. We don’t call them notes; we call them 
‘counts receivable. Yes, sir. 

Senator DirKsEN. But Congress owes you that $145 million? 

Mr. Beacu. That is right. 

Senator Dirksen. Finally when you enter in your appropriations 
estimates you ask for it. 


& 
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Mr. Beacu. It includes both 1953 and what has transpired in this 
fiscal year to date. The amount in the bill before you is $129 million, 
which represents the 1953 portion of that $145 million. 

Senator DworsHak. How much does that porportion come to 
the loss? 

Mr. Beacu. The amount applicable to the fiscal vear 1953, the 
unit cost per bushel was 58 cents. 

Senator DworsHak. That is on every bushel exported under the 
International Wheat Agreement? 

Mr. Bracu. Yes, sir. That was the 1953 cost, as I said, $129 
million, and that was 58 cents on 223,703,898 bushels. 

Senator Youna. For what year? 

Mr. Bracu. 1953. 

Senator DworsHak. Calendar, or fiscal? 

Mr. Beacu. Fiscal year. 

Senator Furauson. What was it for 1954? 

Mr. Bracn. About $83 million, estimated. 

Senator Frrauson. How much is this a bushel? 

Mr. Breacu. 50% cents on 165 million bushels. 

Senator YounGc. Where do you obtain this wheat? You can buy it 
cheaper in the market. Wheat has been selling about $1.60 to $1.80 
a bushel in many of the markets; has it not? 

Mr. Bracu. | do not quite get your question, sir. 

Senator Youne. I cannot see where you get all the loss when 
wheat is selling as cheaply as it is. Do you take wheat out of CCC 
stocks and charge up all the losses on it? 

Mr. Bracu. No, sir; only the difference between the agreement 
price and the market price. That goes clear back to June 1952. It 
starts in June 1952 and ends in June 1953. 

Senator Younc. How much is the expenditure now? 

Mr. Bracu. We are operating on the basis of an estimate of 48 
cents for the payments this year, and the total cost, including interest 
and administrative expenses, is 50 cents per bushel. 

Senator Drrksen. You have to hedge that $92 million that the 
agencies owe you under your borrowing authority? 

Mr. Beacu. That is right, sir. 

Senator Dirksen. So you have to set that off. 

Mr. Bracu. We have spent the money and it is coming back to 
us from them. 

Senator Dirksen. And the $145 million under the wheat agreement, 
you have to hedge the same way; you have to offset it, and it is 
included in your ceiling? 

Mr. Bracu. That is right. 


ACCOUNTS RECEIVABLE 


Senator Dirksen. What other items do you have? 

Mr. Bracn. The sum of $29,000 due from foreign governments; 
2 million due from producers, which is involved in the settlement of 
loans. 

Then we have a group of about $40 million of a very wide variety 
of receivables from other parties, including railroads and warehouses 
that we have claims against, and anybody against whom the Corpora- 
tion has a claim. 

4248954 —3 
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Senator Dirksen. Roughly, then, we are around $6.2 billion, if my 
quick arithmetic is correct. So where is the other $500 million? 

Mr. Breacu. Of course, these figures I am giving you, Senator, are 
November 30 figures. Later figures show that we have had at least 
$800 million increase in loans since November 30. 

Senator Dirksen. I thought your loan figure of $1.2 was as of 
January 22? 

Mr. Beacu. That is correct for individual notes held by lending 
uwencies as of January 15 

I could account for the rest of it by making a where-got-where-gone 
statement from the balance sheet, but I can’t do it here. 

Senator Frrauson. Can you borrow against your accounts 
receivable? 

Mr. Breacnu. No, sir. We only borrow from one spot, directly; 
we borrow from the Treasury. We could borrow from the banks. 
We have never borrowed, to my knowledge, against accounts receivable. 

Senator Ferguson. Can you not, from the bank? 


Mr. Breacu. I don’t believe we could. 

Senator Fercuson. Why not? Every other corporation would. 

Mr. Bracn. If we did, we would have to charge our obligation to 
pay the bank against our borrowing authority. ‘ 

Senator Fercuson. But you would get money. 

Mr. Bracn. Money is not our problem. The money itself is not 


the problem; it is the authority to commit the Corporation to pay. 
CASH POSITION 


Senator Dirksen. What is your actual cash position as of now? 

Mr. Breacu. I don’t have it as of today. 

Senator Dimxsen. That is for price supports, on a purchase basis. 

Mr. Beacu. Do you mean our inventory again? 

Senator Dirksen. No. I am just wondering now what working 
cash do you keep on hand? 

Mr. Bracu. As I say, as of November 30 we had a cash balance of 
$6.7 million. And that was in the account of the treasurer of the 
Corporation. Some of it is in transit between our treasury and the 
Federal Reserve banks back and forth. It is not a working cash 
balance. 

In other words, that amount would hardly be enough to start to 
pay what we pay out in a day many times. 

Senator Dirksen. So if you have to use cash in order to carry on 
the purchase program, you just do that on virtually a decision basis 
from day to dav? 

Mr. Beacu. No. It is on a regular routine. We borrow today if 
we spent more than we took in the day before. 

Senator Dirksen. I say it is a day-to-day basis? 

Mr. Beacu. Yes. But it is automatic on the basis of actual 
corded receipts and disbursements. 

Senator DirksEN. When were most of these farmer loans consum- 
mated at the banks, when they signed their notes and you had to allo- 
cate to your reserve here? 

Mr. Beacu. There was a very large increase in November and 
December. And in January it 1s continuing. 
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PFOTAL COTTON LOANS 


Kor example, on colton we are now up to nearly O.0 million bales 
ol cotton. 

Senator Dirksen. What | am wondering about and the purpose of 
the question is: Do not the banks notify you constantly so that you 
maintain a current record here almost on a weekly basis? 

Mr. Beacn. No, sir. They notify us monthly at our CSS com 
modity offices 

Mr. Gorpon. We are now instituting a weekly report 

Senator Dirksen. | can see the virtue of getting away from too 
much administrative work by getting a monthly cumulative state- 
ment, but it would occur to me that at the end of the day surely the 
banks ought to notify you that “X”’ number of loans have been made 
covering so much money 

Mr. Breacu. Sir, every loan we make has to be approved by out 
county offices So we get information on approvals from those offices 

senator IK eRGUSON How often do you get that? 

Nit seach. We ordinarily eet it at the end and middle of each 
month But the middle of the month figure is not a financial report 
as such It gives us the information we need to know the trend Bul 
now as Mr. Gordon said, we are getting it on a weekly basis from the 
county offices. That is no small undertaking. There are about 
9,000 banks involved in the lending agency program 


DETERMINATION OF FINANCIAL CONDITION 


Senator Dirksen. But what the committee is interested in, | 
think, is this: You said a while ago that you sent out 3,000 telegrams 
and that you did not know until the telegrams came back just exa tly 
what kind of fix you were in 

Mr. Bracu. That is right. 

Senator Dirksen. | would think that certainly within the compass 
you would constantly have in your office a setup from what you could 
determine what vour position is if vou did not send out a single dime 

Mr. Beacu. It does not work that Wa 

Under ordinary circumstances monthly reports are adequate And 
it has been in all the years we operated Even in 1950, we were able 
to tell on the basis of monthly reports sufficiently what our trends were 
This is a time it did not work. 

Senator Dirksen. At what point did you have some anxiety about 
your authority running out? You have $16 million you say now? 

Mr. Breacu. That is the estimate of what may be unobligated some 
time during January, ves, sir. It may be more, or less. That is the 
estimate of the position we may be getting into sometime during this 
month 

Senator Dirksen. The question that is in our minds ts just this 
If you are running a $6.3 billion operation when you get down to such 
a thin and slender margin as $16 million, which is the difference be 
tween difficulty and no difficulty, how far back could you have fore- 
seen that? 

Mr. Gorpon. Early in December we foresaw it and moved im- 
mediately on it. 

Senator DIRKSEN. When did you go LO the BB idget Bure au? 
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Mr. Morse. On the 17th of December. In the prepared state- 
ment we said that we advised the Budget Bureau on December 17 of 
the situation, recommended the advance cancellation of notes and 
corrective measures, and requested that the items be submitted to 
Congress for the earliest action possible. 

Senator Dirksen. How long did it take that to get out of the 
Budget Bureau? 

Mr. Beacn. The date of the President’s communication, I think, 
is in the House document. The urgency of the situation was also 
pointed out in the President’s budget, which was released on Janus ary 
21. 

Senator Dirksen. Of course, you or they could not come here 
except some time certainly after the 3d of January. But the point 
is we think you are operating on a terribly slender time margin with 
such a large operation. 

Mr. Beacu. We agree with you 100 percent. 

Senator Ferauson. You are fortunate, in a way, as I hear what 
you say here, in that you could be broke for 30 or 60 days and not 
know it. That is better than a lot of people. 

Mr. Beacu. That is right, Senator Ferguson, because our reports 
on a month-end basis will not be due until the end of the following 
month 
Senator Ferauson. Maybe you are broke now and do not know it. 
Mr. Bracnu. It could be possible. 


INCREASED BORROWING AUTHORITY 


Senator Younac. If the CCC is reimbursed this amount of money, 
will you still have to have the increased borrowing authority? 

Mr. Beacu. Yes, sir. The 1954 crops start moving in June, 
Senator, and this is to complete the operation on the 1953 crops, and 
the requested increase in borrowing authority is to pick up the 1954 
crops. The wheat first starts to move in June. 

Senator YounG. You are past the peak now; are you not? 

Mr. Beacu. We have a tremendous volume of cotton to go under. 
We have estimated 7}4 million bales will go under loan in cotton. 

Senator YounaG. In the next months your stock will be decreased, 
will it not, as purchasers wani to buy wheat and cotton and so forth? 

Mr. Bracn. We hope they will. We hope that will be the balancing 
factor. Ordinarily it is at this season of the vear. 

And our projection made in early December indicated that even at 
that time we were going to be within our borrowing authority at the 
peak, and that the peak would not oecur until February. 

Later, when we instituted this wire survey we found out how wrong 
we were even in the middle of December, because of the acceleration 
of loans. They had been coming in at a faster rate than ever before 
for this time of year. And that, of course, offsets any advantage we 
might be receiving from sales 

Senator Youna. Of course, when we talk about lower price support 
levels, everybody wants to get his commodity under loan. <A farmer 
would be foolish if he did not put his commodity under loan now 
when you are talking about lower levels. 

Mr. Morss. The 1954 crops of course are under the present law, 
and there has been no suggestion that that provision of mandatory 
supports be changed, that I know of. 
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Senator Young. But according to the statement of Secretary Ben- 
son, everyone has the knowledge that we are going to lower it. So 
anybody who has any crop at all will certainly put it under loan. 

Mr. Gorpon. As | brought cut in my testimony before the Senate 
Agriculttuural Committee, this increase in borrowing authority applies 
entirely to the 1954 crops and is not affected by the change in the 
program which the Secretary and the President have suggested, 
because that comes in 1955 and later, you see. 

Senator Youna. If there should be some adverse weather condi- 
tions this year and if your export sales pick up a little, you may not 
need it. 

Mr. Gorpon. But that is an “if” that we can’t chance. 

Senator Youna. It is not certain that you are going to spend all 
this money or loan it all. You just want it as a safeguard. 

Mr. Gorpon. Yes, sir. And as I pointed out, it does not constitute 
an appropriation or anything of that kind. It is simply an authoriza- 
tion which gives you the leeway you have to have if you carry on a 
program of this kind. 

Mr. Morse. Under these laws, we have no choice. Of course, it 
is the farmers’ choice as to submitting them for loans under the 
program. 

Senator Youna. The unfortunate part of it was that in 1950, we 
asked the farmers to increase production in place of reducing it; did 
we not? 

Mr. Gorvon. That is right. 


TENURE OF ADMINISTRATORS 


Senator Drrxsen. Mr. Morse, how long have you been with Com- 
modity Credit Corporation, or have had some identity with it? 

Mr. Morse. I came under appointment either the last days of 
January or the first of February a year ago. 

Senator Dirksen. Mr. Gordon, how long have you been there? 

Mr. Gorpon. January 21, of 1953, a year ago. 

Senator Dirksen. How long have you been in the Department? 

Mr. Gorpon. I came into the Department at the same time. 

Senator Dirksen. And Mr. Braswell, how about you? 

Mr. Braswe .t. I have been in the Department for several years. 
T went into PMA and the Commodity Credit Corporation in February 
1953, my first experience with it. 

Senator Dirksen. And prior to that time? 

Mr. BrasweE tu, Prior to that time I had been with the Farmers’ 
Home Administration. 

Senator Dirksen. What about you, Mr. Beach? 

Mr. Beacu. I started to work 20 years ago for the Farm Credit 
Administration. Prior to that time I worked with the old Federal 
Farm Board, and earlier than that, with the War Department and 
the Labor Department. 

I have been in the Government service about 25 years. 

Senator Dirksen. How long have you been closely identified with 
the Commodity Credit Corporation? 

Mr. Beacu. Since the end of World War II, February 1946. 

Senator Dirksen. So you have a pretty good working knowledge 
and have had for a long while. 
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Mr. Breacn. Yes, sir. 

Senator Dirksen. Have you ever been in this kind of a squeeze 
before? 

Mr. Breacu. Never. 

Senator Dirksen. Why should it happen now? 

Mr. Bracu. It happened now simply because of the inclination of 
farmers to put their commodities under price supports faster, at a 
greater rate than they ever did in past history, on some of the very 
largest of our commodities, cotton being one of the biggest. 

Senator Fercuson. Was it your job to see that this did not happen 
this way? Who is responsible for that? 

Mr. Breacu. I do not know that I can say it was any less my job 
than anyone else’s. 

Senator Ferauson. Who else’s job is it to notify the Secretary or 
to notify the Board? 

Mr. Beacu. We have a controller of the Commodity Credit Corpo- 
ration, who maintains the books and records and accounts of the 
Corporation. 

Senator Fercuson. When did he first notify you of this predica- 
ment? 

Mr. Beacu. He was the one who assembled this information for us, 
that was used as of January 22. 

Senator Ferauson. When did he first notify you of this predica- 
ment? 

Mr. Breacu. The first indication that we had that our estimates 
were running behind, in other words, that our obligations were running 
ahead of what we had estimated, was when the November statements 
were released. And that was in January of 1954, when the November 
statement was printed. 

We had the information considerably earlier than the date the 
statements were printed—I can’t give you the precise date, but it 
was some time very early in January when we knew concretely that 
our estimate was that far off. 

We knew on the basis of reports, Senator Ferguson, from our New 
Orleans office, that cotton loans were running away ahead of what we 
had anticipated they would run at this time of the year. 

We knew from the reports that the State offices sent into the 
Grain Branch on grains as of December 15, that our grain loans were 
running way ahead of that. 

It was on the basis of those special reports and operating data of 
that time which we assembled and tried to keep current, that we 
instituted a wire survey through the state offices and all the county 
offices carrying on the program, in order to get a better current picture. 

We could still be wrong and still be all right, I want to make that 
clear. 

Senator Fercuson. You may not be broke, and you may be broke. 

Mr. Breacu. That is correct. 


REASON FOR INCREASE IN LOAN APPLICATIONS 


Senator Dworsuak. Do you ascribe any particular reason for this 
tremendous increase in applications for loans in the past few months? 
You have submitted a statement here showing that in the year ending 
November 30, 1952, the grand total of loans and inventory amounted 
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to $2,190 million, and that the comparable grand total for the year 
ending November 30, 1953, was $5,248 million, showing an increase 
of $3,058 million; is that right? 

Mr. Beacu. That is correct. 

Senator DworsHak. What do you ascribe for being the reason for 
that tremendous increase? 

You mention cotton. It shows there was an increase of 918 percent 
in one vear. 

Mr. Beacu. Basically it is sim ply the inability of our domestic 
market to absorb the supplie s available to it, the fact that our exports 
are off and our production is up. Th it is it in a nutshell 

The result is a downward trend or a lower level of prices than the 
support price. Obviously farmers are going to place their com- 
modities under loan to get the higher price. 

Senator DworsHak. Did you not have that same comparable situa- 
tion obtaining in previous years? 

Mr. Beacu. We never have had cotton loans in such volume at this 
time of veat 

Senator DworsHak. I mean the imbalance between production and 
marketing and marketing and demand, that you just explained 

Have you not had that situation obtain in previous years? 

Mr. Bracn. Yes, in varying degrees and for various commodities. 
But when they all come together and hit you at one time, that is 
what causes the trouble. 

Senator DworsHak. Which year would be most comparable to 
this situation? 

Mr. Bracu. 1950, I believe, on the 1949 crops. 

Senator DworsHak. Just prior to the Korean war? 

Mr. Breacu. Yes. 

Mr. Morse. On June 28, 1950, the borrowing authority was 
increased from 4.75 billion to 6.75 billion. 

Mr. Beacu. I have a chart that shows the trend of the investment 
in price supports, and it indicates in the early part of 1950 we were at 
our peak. 

Senator DworsHak. I was just trying to arrive at some logical 
reason for this drastic increase. 


AMOUNTS REQUESTED 


Senator Dirksen. Just getting back to the resolution for a moment, 
actually what you are asking for here, Mr. Morse, is $609 million 
plus to repay your capital account under the law for losses that you 
sustained by virtue of the appraisal that was made; that is the first 
thing you are asking for, is it? 

Mr. Morse. Yes. 

Senator Dirksen. Then, No. 2, you are asking for $129 million 
plus, which is the amount under which you were obligated under the 
wheat agreement? 

Mr. Morse. Right. 

Senator Dirksen. Then you are asking for $2 million plus for the 
funds that you laid out on foot-and-mouth disease? 

Mr. Morse. Yes. 

Senator Dirksen. So actually, what you are doing here is that you 
are trying to retrieve funds that you have laid out, which are in the 
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form of losses, in the form of advances under the wheat agreement, 
and the money advanced under the foot-and-mouth disease program? 

Mr. Morse. Yes, sir. And these are transactions which would 
normally clear—I do not want to use the word ‘‘routine’’—but they 
would normally appear as a part of the budget which would come 
along later. So this merely moves this portion of the budget ahead 
of its usual timing. 

Chairman Bripces. Senator Dworshak asked you here before 
about these tremendous increases. I refer to the House hearings 
now and it shows that about only 6 weeks ago you had a $2 billion 
leeway. Could that happen in 6 weeks? 

Mr. Beacu. What are you referring to in the House hearings, Mr. 
Chairman? 

Chairman BrinpGes. Page 4, the bottom of the table, which shows 
that you have a total as of November 30 of $5,248,600,000. 

Mr. Beacna. Yes, sir. That represents the investment in loans and 
inventories only. It does not include the investment in grain bins, 
accounts and notes receivable and other assets, which runs around 
four-hundred-and-fifty-odd million dollars. 

We know that on the basis of reports that we have received in this 
special survey, that our loan investment has increased by at least 
$800 million since November 30. So that puts that figure up to 
around $6 billion. 

And if you add the four-hundred-and-some-odd million dollars that 
we have invested in other assets, you get very close to the figure we 
come up with. 

Chairman BripGes. Suppose we do not grant this, what is going 
to happen at the end of January? 

Mr. Bracu. The Commodity Credit Corporation is operating 
under two laws. One is a law on the books that requires that we 
support the basic commodities at 90 percent of parity, and the other 
is a law that says the CCC cannot exceed its borrowing authority. 

One of the two would have to be broken. 

Chairman Brings. In other words, you come to us with virtually 
a shotgun marriage here. 

Mr. Buacu. We are operating between two millstones, we have no 
choice. 

Chairman Bripges. Apparently we do not, either. 

That is what I do not like about these things, for the Department 
or anyone else to come up here on a virtually closed door proposition. 

Senator DworsHak. Mr. Chairman, maybe we had better get 
Secretary Brannan here to represent this whirlwind for which he 
probably is largely responsible. 


DIFFERENCE IN AMOUNTS REQUESTED 


Chairman Brinces. I notice the figures you request and the 
figures granted by the House are different. What is the difference? 

Mr. Breacu. The difference is that the House calculated interest on 
the amount due on the International Wheat Agreement, and the 
amount due for hoof-and-mouth diseases, only through January, 
whereas the original estimate included interest through February. 

Chairman Bripcres. What is the advantage or disadvantage of 
one over the other? 
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Mr. Bracn. We believe it would be better to have it on the basis 
of House estimate at this stage, in view of the urgency. 

Chairman Bripcss. In other words, you were wrong when you 
requested the first figure? 

Mr. Breacn. Yes, sir; we were wrong. 

Chairman Bripnces. Are there any other questions? 

Senator Youna. Does this include the wheat for Pakistan? 

Mr. Beacnu. The wheat for Pakistan would be reflected only in the 
regular Commodity Credit Corporation’s transaction in the Corpora- 
tion’s books. It is not reflected as a recoverable loss in this bill; no, 
sir. 

Senator Youne. Has the CCC been reimbursed for it? 

Mr. Beacn. No, sir. This applies clear back to the fiscal year 
1953, on the shipments had not been completed in 1953 on that 
whea 

Minter Youna. Part of that under loans are liabilities of the 
CCC now? 

Mr. Beacn. That is right. 

Chairman Bripces. Senator Dworshak? 


FURTHER DISCUSSION OF INTERNATIONAL WHEAT AGREEMENT 


Senator Dworsnak. Mr. Beach, I think maybe we had better have 
a little more information about the International atte Agreement. 

You say we lose 58 cents per bushel on that whea Does the wheat 
reflected in the 223,700,000 bushels shipped aoa under that pro- 
gram represent privately owned wheat, or is it wheat that the Govern- 
ment is releasing from its inventory? 

Mr. Beracn. It is both, sir. In other words, that is the total 
quantity of wheat of which the payments were actually made. 

Senator DworsHak. What I should like to know is whether the 
Government merely buys this wheat under the support program at a 
certain price and then releases it for shipment abroad under the 
International Wheat Agreement at a differential of 58 cents, or whether 
the 58 cents reflects the loss resulting from subsidizing exporters in 
handling their private stocks? 

Mr. Breacu. It is primarily payments to exporters. 

Senator DworsHak. Why does not the Government use its inven- 
tory wheat under the wheat agreement? Can that not be accom- 
plished? Of course, it probably would not make any real difference 
in the amount of wheat in this country, but it certainly would reduce 
the stocks of inventory wheat owned by the Government, would it not? 

Mr. Beacu. Yes, sir. And, of course, it does use its own wheat in 
part. 

TOTAL WHEAT EXPORTED 


The total quantity of wheat that was moved in the fiscal year 1953 
was 223,703,000 bushels, that | gave before. 

Of that wheat, 8,051,933 bushels moved out of the CCC price- 
support program inventory. 

Senator DworsHak. Just 8 million and 

Mr. Beacn. 8,051,933 bushels. 

Now, 215,651,965 bushels moved out under commercial export. 

Senator Dworsnak. Is that wheat that the Government at no 
time had any contact with? 
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Mr. Breacu. Yes, sir. 

Mr. Gorpon. But which we otherwise would have gotten if we had 
used our own inventory 

Senator Dworsnak. That 215 million bushels was purchased by 
exporters from growers and dealers and is not involved in any way 
under the loan program? 

Mr. Gorpon. That is right. But the bulk of it, of course, would 
have gone under price support. 

Senator DworsHak. We have heard a lot about a 2-price system, 
under which the system would be supported if that portion of the 
wheat consumed in this country, and that portion in this case, 223 
million bushels shipped abroad under the International Wheat 
Agreement would be sold at world levels. 

Would that save us 58 cents, or would this Government still be 
committed to take up that subsidy? 

Mr. Gorpon. For the life of the agreement they would be com- 
mitted. 

WHEAT TWO-PRICE SYSTEM 


Senator DworsHak. That 223 million bushels would not be outside 
of the support program under a 2-price system—do you know what 
l am suggesting? 

Mr. Gorpon. Yes. But under that two-price system, I believe the 
thinking was that the wheat involved would be over and above the 
International Wheat Agreement, which has, of course, some years yet 
to run. 

In other words, the wheat shipped abroad under that International 
Wheat Agreement would be supported as part of the wheat crop con- 
sumed in this country and would not be wheat that would be exported 
under the world economic conditions. 

Mr. Morse. Senator, may I interpose there? There are many 
arrangements under which you might set up a so-called two-price 
system, and it would just depend on how it was set up. 

Senator Dworsuak. I have had a lot of wheat growers in my sec- 
tion of the country suggest that the two-price system might be a very 
good program. So I would like a little information. 

Senator YounG. Senator, will you yield there? 

Senator DworsHak. Yes. 

Senator Youna. I think if you went to the two-price system for 
Wheat, you would be on a world two-price basis. That would prob- 
ably be not more than $1.40 or $1.50 a bushel. Whether you had an 
agreement or not, prices would be so low that there would not be any 
losses under the wheat agreement; is that right? 

Mr. Morse. If you were selling on a world basis and as long as the 
price is not under the maximum or minimum under the International 
Wheat Agreement, the movement would be presumably at world 
prices. 

It is hard to establish a world price on some of these commodities 
now. 

Senator Dworsuak. If we had the price system, would the Govern- 
ment experience the loss of $130 million approximately under the 
International Wheat Agreement? 

Mr. Morse. I say it depends on the way you set it up. If we 
operated it the way the Canadians operate it, the Government would 
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not pick up the difference, it would be prorated back to the grower 
and they would get a blended price. : 

Senator Dworsnak. Under what system would the Government 
have to pick up the tab, then; under a two-price system? 

Mr. Morse. If they subsidized any of the exports, of course, there 
the Government would. 

Senator Dworsnak. It is my understanding, though, that under a 
two-price system the Government would be committed to support the 
price of wheat only insofar as the portion of that wheat crop went 
into domestic-consumption channels. 

Mr. Morse. That is the normal basis of discussing the two-price 
system. 

Senator Youna. You would not have to have it under the Inter- 
national Wheat Agreement. 

Senator DworsnHak. I was just going to say that would be nullified ; 
would it not? 

Mr. Morse. Of course, your International Wheat Agreement is a 
stabilizing factor in assuring exporting countries that they can depend 
upon wheat and that at no point will it cost them over a certain maxi- 
mum, and at no point will the exporters get more than a certain 
minimum. 

But when your price—and that was the thing we were negotiating 
so hard for, was to get the prices up at a range where we would have a 
flexible price rather than a fixed price. The way it was negotiated 
before, the $1.80 a bushel maximum, we really just fixed the price of 
wheat. It was a price-fixing mechanism the way it worked out. 

Senator DworsHak. The international price of wheat? 

Mr. Morser. Yes, as far as these quantities are concerned. 

Senator DworsHak. What is the world price now? 

Mr. Morse. As I say, it is a bit difficult to determine at times, but 
the best indication is the fluctuating price that we now have, which 
comes under the maximum and minimum of the International Wheat 
Agreement. 

Senator DworsHak. What would happen if some importer of 
wheat, a nation, could procure wheat in the world market at a lesser 
price than that to be paid under wheat imports under the International 
Wheat Agreement? What would happen? 

Mr. Morse. Those countries that are a party to the wheat agree- 
ment would be obligated, if we wished to submit the wheat, to take the 
wheat at the minimum price. They face that obligation the same as if 
we delivered wheat at the maximum and paid this 58 cents during 1953 
fiscal year. 

Mr. Gorpon. They made the demand and we were obligated to 
deliver it and subsidize it. 

Senator DworsHak. Is the Department of Agriculture considering 
currently this so-called two-price system for wheat or other com- 
modities? 

Mr. Morse. It received a tremendous amount of study during the 
past vear, and it was the decision of the President, in which we shared, 
that it would not be recommended, that we thought that it would be 
preferable to let the 1949 law go into effect and get the experience 
under that law. We believed that would be the soundest approach. 
We have had a tremendous amount of study. 


or 
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Senator Dworsnak. Is it true that an overwhelming majority of 
the wheat producers of this country, through their recognized leaders, 
indicate support of the two-price sy stem? 

Mr. Morse. We did not have that indication. 

Senator Younc. Did your wheat advisory committee not vote 
unanimously for a two-price system? If that was not made public 
I do not think you have to give it, but that is my understanding. 

Mr. Morse. We asked some of those to work on a basis where it 
was not public, and it was private advice to the Secretary. We 
realize the obligation of the Secretary and the administration. 

Chairman oe Senator Hayden has some questions. 

Senator Haypen. I realize that you are operating under two laws 
in connection with this wheat. Under one of these you must pay 
90 percent of parity, and the other is that you must provide the 
money when any farmer submits his commodity under the loan. 
So you cannot get away from those two obligations, and therefore it 
is necessary for us to pass this legislation. 

Mr. Morse. Yes, sir. 


COTTON LOANS 


Senator Haypen. From the point of view of the Treasury of the 
United States, however, if cotton goes into the loan because a farmer 
is not satisfied with the price offered by the manufacturers, and 
enough of it goes in, the time will come when the manufacturer will 
have to have some cotton. 

Does that mean, then, that the farmer then has the advantage of 
an increased market demand and can take his cotton out of the loan 
and sell it? 

Mr. Morse. Yes, sir. We have even cooperated with cotton 
farmers to the extent of giving them a further extension so that they 
could continue it as a loan. So that in the event that either export 
demand or demand from local mills increased, that farmers would 
benefit by selling their loan cotton rather than delivering it to us. 

Senator Haypen. I was asking purely from the point of view of 
money that had to be taken out of the Treasury of the United States. 
They have to take it out now because they put so much cotton in 
the loan. If that cotton is sold to manufacturers, then the Treasury 
is relieved to the extent of —— 

Mr. Morse. Yes, sir; you are quite right. 

Senator Hayppn. What periods of year does that happen? 

Mr. Morse. We have a cutoff date on these loans. 

Mr. Beacu. The loans are finished on April 30, as far as cotton 
is concerned. No more loans can be made after April 30. They do 
not mature, however, until the 1st of August. 

Senator Haypren. Up to August, then? 

Mr. Bracu. That is right. 

Senator Haypen. If any one who wants to take it out of the loan, 
the Government is relieved; on the other hand, he gets his money 
from the manufacturer. 

Mr. Breacn. That is correct. 

Senator Haypen. The trend has been to have large amounts of 
money advanced on a loan at certain periods of time, and then you 
gradually reduce your obligation in that respect; am I correct about 
that? 
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Mr. Morse. That is right, sir. 

Senator Haypren. What difference in millions of dollars does that 
make ordinarily? : 

Mr. Beacu. Si, I can give you the figures on what we estimated. 
For the fiscal year ’54 we estimate a gross outlay of 4.9 billion, during 
the fiscal year. And we estimated that we would get back receipts 
of about 3.3 billion, making a net increase in obligations during the 
fiscal year of about $1.6 billion. 

Senator Haypen. That, I think, is important to know. 

Mr. Beacn. The timing of when those obligations occurred, versus 
the timing of receipts, is what is giving us the trouble now. 

Senator Haypen. That is exactly the point I wanted to make. 

Chairman Bripers. Gentlemen, are there any further questions? 

Senator Ellender? 

Senator Ettenper. Mr. Chairman, I would like to incorporate in 
the record a statement furnished by the Department of Agriculture 
showing the gains and losses sustained on our various price-support 
programs between June 30, 1933, and June 30, 1953. It will be shown 
that during this span of 20 vears, the total losses sustained on the 
price-support programs of the 6 basic commodities was a little under 
$21 million. 

It will further show that losses over the same period, including 
nonbasics, is just a little over $1 billion. 

Chairman Brinaces. Very well. It may go into the record at this 
point. 

(The document referred to follows:) 
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COMMODITY CREDIT CORPORATION 31 
Chairman Bripcrs. Do you have any questions, Senator Kilgore? 
Senator Kitcore. Yes, Mr. Chairman. I just wanted to ask one 

question on this cotton matter. 

How does the present amount of cotton, speaking of bales, not 
dollar value, compare to the number of bales we had at the same 
time in 1940, shall we say, prior to World War IT? 

Mr. Bracn. It is considerably in excess of it, sir. 

Senator Kincorr. My recollection is that it is around 3 million 
bales 

Mr. Bracn. The largest amount of cotton we ever had in inven- 
tory was in August of 1939, when we took over the 1934 and 1937 
crop cotton, and at that time we had an inventory of almost 7 million 
bales. 


TOTAL COTTON UNDER LOAN 


We now have under loan 6,293,000 bales of 1953 crop cotton, plus 
1,750,000 bales of 1952 crop cotton. 

We own practically no inventory, that is, we have about 235,000 
bales in inventory at the present time. So we are probably at an 
all-time record high as far as an investment in cotton. 

Senator KILGore. How does the world price on cotton compare 
with = support price? 

Mr. Gorpon. It is lower. 

Senator Kincorr. By how much? 

Mr. Gorpvon. I would not know offhand, sir. 

Senator Kircorr. What interested me is that butter we know is 
lower, the wheat is lower. In other words, the world prices on all 
these commodities we have in storage are very much lower than the 
price under which we hold them. 

Mr. Gorpon. That is right. 

Senator Kincore. That is why we cannot move them in export, 
and we must use them in domestic consumption if we hope to get 
anything out of them. 

Mr. Morss. Of course, we are moving some in export. 

Senator KitGgorer. But you have to take a loss. 

Mr. Gorpon. That is right. 

Mr. Morse. Our primary subsidy has been in wheat and not these 
other commodities. 

Mr. Gorpon. Of course, there are some perishable commodities 
we have to move even though we do take losses. 

Senator Kitcorr. What would that be? 

Mr. Gorpon. You have some of your vegetable oils and items of 
that kind, which are perishable or semiperishable, and it just makes 
better sense to move them into export at some loss than to keep them 
and have them spoil. 

Senator Kitcorsr. The reason I asked about that was that I re- 
member when our Ambassador to Greece tried to get the Greek people 
to use vegetable oil and export olive oil, where they could use it. But 
they re fused although they could have gotten more money out of the 
olive oil than the vegetable oil would cost them. 

That is all I have, Mr. Chairman. 
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Chairman Bripazs. If there are no further questions, the commit- 
tee will go into executive session. 

ry 

Thank you, gentlemen. 

Mr. Morss. Thank you, Mr. Chairman. 

(Whereupon, at 11:40 a. m., Thursday, January 28, 1954, the com- 
mittee proceeded into executive session.) 
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